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Developing countries depend on agriculture as the basic driver for economic growth. 
Development projects in rural areas are often driven by government initiative to bring 
development to the people. However, as the economy grows and urbanization proceeds, 
talent moves from agriculture to other sectors such as manufacturing and services. This 
results in a drain in entrepreneurship talent from agriculture to the other sectors of the 
economy. The exit of talent and entrepreneurship from agriculture to other sectors 
imposes a burden on the rural sector by depriving it of entrepreneurship and thus 
relegating rural economies to lower growth. The resulting lack of agriculture 
entrepreneurship in rural areas can impede the progress of the nation. In this paper, we 
discuss the reasons for entrepreneurship drain in the agriculture sector as a result of rural 
development and the challenges development planners face in attracting and keeping the 
talent and entrepreneurs in the agriculture sector. Data from the Malaysian economy is 
used to illustrate this phenomenon of entrepreneurial drain from the rural sectors. 
Keywords: Enterpreneurship drain, rural development, agriculture. 
Introduction 
Rapid development has taken place over the past decades in many developing countries.  
Developing countries such as Malaysia, Thailand, China and India have enjoyed 
tremendous development.  However, migration of rural people to urban areas also shows 
significant increase in Malaysia over the past decade.  The ratio of rural population to 
total population in Malaysia has fallen from 73.40% in year 1960 to 27.32% in year 2011 
(World Bank, 2013).  There is a sharp decrease of rural population to total population 
suggesting that many people have moved to urban area from year 1960 to year 2011. 
 Malaysia is a developing country with its economy relying on agriculture after 
gaining independence in 1960’s.  Then, Malaysia starts to progress to manufacturing 
industry gradually and reduce dependence on agriculture.  The contribution of agriculture 
to GDP fell from 28.8% in year 1970 to 7.70% in year 2011 (Department of Statistics 
Malaysia, 2012, Selected Agriculture Sector, Table 1).  In 1980’s Malaysia relied a lot on 
manufacturing and services industry.  Many talents in agriculture such as farmers (low 
skilled workers) moved to manufacturing sector (high-skilled labour) during 1980’s.  The 
employed persons in agriculture sector reduced from 31.2% in year 1982 to 11.5% in 
year 2011 (Department of Statistics Malaysia, 2012, Selected Agriculture Sector, Table 
4). This overall reduces talent in the agriculture sector.   
 Why is it so important to have workers working in agriculture sector even though 
the manufacturing sector can push economy towards greater heights?  In answering this 
question, we should consider that food security is important to the Malaysian economy.  
Malaysia has an abundance of land for agriculture or farming activities.  Malaysia must 
depend on agriculture sector as well to boost the economy.  Agriculture sector is notably 
important to Malaysia as it can contribute in terms of food availability, food security, 
reduce budget deficit by importing agriculture products from other countries.  Thus, 
understanding how to lure more talents in agriculture entrepreneurship in rural area is 
crucial to reduce poverty and facilitate economic prosperity.  However, it also poses 
profound challenges for the country to lure and retain entrepreneurship talents in 
agriculture sector.  In this paper, we will discuss the reasons of entrepreneurship drain in 
agriculture sector as a result of rural development and impacts of agriculture 
entrepreneurship drain.  This is useful for us to suggest policies to attract talents in 
agricultural entrepreneurship and avoid agriculture entrepreneurship drain in rural area. 
Definition of entrepreneurs  
Before we discuss in details in regards to the problems of agriculture entrepreneurship 
drain, we need to define entrepreneurs.  Entrepreneurs are aspiring businessmen that are 
willing to take risks and bring factors of production (land, labour and capital in economic 
terms) to produce outputs.  Entrepreneurs can see business opportunities and are willing 
to invest their resources (money and time) and take risks in managing the businesses. 
They are able to use their ingenuity to make something out of nothing (Banerjee & Duflo, 
2011).   
Overview of Malaysia approved investments by sectors in year 2012 
There are two types of government efforts to promote agriculture sector and encouraging 
agriculture entrepreneurs in Malaysia to be discussed in this article.  The first government 
effort is the approved investments in agriculture sector by Malaysia.   
We will provide the empirical evidence in the table below to illustrate the 
approved investments in different sectors by government and the number of 









Table 1: Approved investments by sectors in Malaysia in year 2012 
Investment RM millions Percentage of total 
investment (%) 
a) Service sector 117600 72.4 
b) Manufacturing sector 41000 25.3 
c) Primary sector 3800 2.3 
-i) Mining 2800 1.7 
-ii) Plantation and 
commodities 
548.7 0.3 
-iii) Agriculture 507.8 0.3 
Total  162400 100.0 
Source: Malaysian Industrial Development Authority (2012). 
From Table 1, we can see that service sector remains the highest contributors in 
total investments in Malaysia.  Investments in service sector account for 72.4% of total 
investment approved in year 2012.  Primary sector (includes agriculture sector) 
contributes the least fraction in total investments in Malaysia amounting to 2.3% of total 
investments in Malaysia.  Primary sector are divided into three subsectors namely mining, 
plantation and commodities and agriculture.  If we further divide the proportion of 
investment in agriculture sector to total investment, we obtain even lower fraction of 
investment in agriculture sector to total investment.  Investments in agriculture sector 
contribute only a mere 0.3% in total investments approved in Malaysia.  (MIDA report, 
2012) This implies that investment in agriculture sector is not given serious attention as a 
key contributor in generating economic growth in Malaysia.  Malaysia has not done 
enough to lure investments in agriculture sector.  Malaysia’s economy has shifted from 




Reduction in government development expenditure (reason of agriculture 
entrepreneurship drain) 
One of the reasons in agriculture entrepreneurship drain is reduction in government 
development expenditure.  We will present a table to portray the reduction of agriculture 
and rural development expenditure below and discuss in details in the next paragraph. 
 
Table 2: Federal Government development expenditure: A functional classification 
Year 
Percentage of agriculture and rural development 









Source: Bank Negara Malaysia- various issues, Annual Report Bank Negara Malaysia- 
various issues, Economic Report, Treasury Malaysia- various issues, Five Year 
Economic Plan, Treasury Malaysia- various issues. 
Notes: All figures are as proportion of the total Federal Government development 
expenditure. 
 
From the table above, we can see that the percentage of agriculture and rural 
development expenditure to total expenditure has substantially reduced from 27.70% in 
year 1966-1970 to 6.00% in year 2001-2005.  This implies that the capital or incentives 
provided for entrepreneurs to develop the agriculture sector has reduced.  There are not 
enough efforts from federal government to spend in agriculture development.  The 
entrepreneurs need government expenditure to fund for agriculture development.   
Investment in agriculture sector and agriculture entrepreneurs in Malaysia: A 
paradoxical relationship (reason of agriculture entrepreneurship drain) 
The most intriguing finding is that there is paradoxically relationship between 
entrepreneurs in agriculture sector and investment in agriculture.  Total entrepreneurs in 
agriculture sector are high even though investment in agriculture has reduced over the 
years and is the lowest among all other sectors.   
 
Table 3: Federal government development expenditure and number of 





















2001  558800 170300 146500 
2002  547100 176300 147500 
2003  544400 185300 153600 
2004  593800 212700 162600 
2005 2482 593400 202200 151300 
2006 3999 638300 208800 159300 
2007 3842 636600 222700 163000 
2008 4184 620700 225300 176100 
2009 5508    
2010 2920    
2011 836    
2012 1880    
Source: Department of Statistics, Malaysia (2009) and Munoz (2011) and Bank Negara 
Malaysia (2013). 
From the table 3 above, we can see that the number of entrepreneurs in agriculture 
sector started to decrease from 2006.  There is a transition from agriculture to 
manufacturing and services sectors.   
In year 2008, entrepreneurs in agriculture sector are 620700 people that contribute 
to 35.53% in total entrepreneurs (Department of Statistics Malaysia, 2009).  
Entrepreneurs in agriculture sector are the highest compared to entrepreneurs in other 
sectors (manufacturing and services sectors which becomes major contributor to 
Malaysian GDP).  However, the entrepreneurs in agriculture sector have reduced 
gradually from 638300 in year 2006 to 620700 in year 2008.  Entrepreneurs in other 
sectors have increased from the year 2006 to 2008.  This signifies that there is 
entrepreneurship drain from agriculture to other sectors such as manufacturing and 
construction. For instance, the entrepreneurs in hotel and restaurant services sector 
increase from 208800 in year 2006 to 225300 in year 2008.  This could be due to the 
agriculture entrepreneurs expecting a substantial improvement in their future should they 
move to become manufacturing or services entrepreneurs.   The agriculture entrepreneurs 
feel that there are not supported by the state because of two significant reasons the 
investments in agriculture sector in low and the federal government development 
expenditure is low. We illustrate federal government development expenditure has 
reduced over the years. 
The need to avoid agriculture entrepreneurship drain 
Unsustainable agriculture output growth (signaling the need of government to 
invest in agriculture sector and lure entrepreneurs)  
There are large piece of land in Malaysia.  However, GDP is not a balanced growth if 
agriculture entrepreneurship not taken into account.  Large piece of land is not fully 
utilized for agriculture purpose that can increase the productivity of country.  
Entrepreneurs in agriculture are needed to increase economic growth.  The relationship 
between GDP growth and number of entrepreneurs in agriculture is provided in the table 
below.  We will highlight the negative impacts of entrepreneurship drain from agriculture 
to manufacturing and construction in the next paragraph to address the importance of 
solving entrepreneurship drain from agriculture sector to other sectors. 
 
Source: Department of Statistics, Malaysia (2011). 
From Figure 1 above, we can see that the percentage of agriculture output growth 
is not stable.  The growth is not sustained.  The percentage agriculture output growth 
does not increase over time and it suffers sharp cyclical declines. The main reason is due 
to the reduction in government expenditure, and overall reduction in investments in 

































































































































Figure 1: Agriculture output growth from year 1988 to year 2010(%)
Series1
Increase in food import that will increase budget deficit (signaling the need of 
government to invest in agriculture sector and lure entrepreneurs)  
 
From Figure 2 above, the agricultural raw material import is quite stable over the 
years.  The percentage of import of agriculture raw material import is between 0 to 5 
percent from year 1964 to year 2010.  However, there is a distinct pattern in food import 
(the red line).  The percentage of food import has fallen sharply starting year 1964 until 
year 2005.  A different story appeared and the trend reversed after year 2005.  Malaysia 
has to import more food from other countries after year 2005.  The increase in food 
import from year 2005 to year 2010 shows two distinct indications.  The first indication is 
that the import of agriculture-related food has increased.  The second indication is that 
the population of Malaysia has increased that demand more food import.  Thus, there is a 
need for government to invest in agriculture sector and lure more agriculture 























































































Figure 2: percentage of food import to merchandise import and 





Impacts of entrepreneurship drain and entrepreneurship investment 
Poverty and less job opportunities 
Entrepreneurship drain from agriculture to manufacturing and services sectors need to be 
given attention.  Reduction of entrepreneurs in agriculture sector leads to poverty and less 
job opportunities.  The poor in rural areas depend on agriculture to maintain livelihood.  
If the fertile land could not be utilized for agriculture purposes and agriculture 
entrepreneurship drain exists, poverty in rural areas will rise.   
Table 4: Land used for agriculture purposes in Peninsular Malaysia from year 2002 
to year 2008 
Year Land used for agriculture purposes 
(hectares) 
percentage of land used for 
agriculture purpose to total land 
(%) 
2002 6145300 6145300 hectares/33000000 
hectares =18.62% 
2004 6229400 18.87% 
2006 5217400 15.81% 
2008 5314200 16.10% 
Source: Department of Statistics, Malaysia (2011). 
 In the table 1, it shows that the land used for agriculture purposes has reduced 
from year 2002 to year 2008.  This shows that the agriculture land is not utilized for the 
benefit of economic activities (agriculture consumption and export of agriculture).  The 
percentage of land used for agriculture purposes to total land has reduced from 18.62 % 
in year 2002 to only 16.10% in year 2008. 
Entrepreneurship drain and unequal distribution of income 
Entrepreneurship drain from agriculture to other sectors shifts the entrepreneurs from 
rural area to urban area.  The entrepreneurship skills possessed by the entrepreneurs are 
also being shifted to urban areas.  This results in concentration of wealth in urban area as 
entrepreneurs are wealth creators.  There is a tendency for agriculture entrepreneurs to 
move to other manufacturing and services sector which are located in urban area due to 
the right environment for the entrepreneurs to function in urban area.  Thus, there are less 
entrepreneurs in rural area. 
 This phenomenon creates inequality between rural and urban area.  This 
inequality can divide the society.  The poor in rural area becomes poorer and the rich in 
urban area becomes richer.  The gap between the poor and rich is getting larger.  Lack of 
institutional support for agriculture sector in rural area leads to the shift of ingenious 
agriculture entrepreneurs to manufacturing or services entrepreneurs.  This can endanger 
the future of agriculture sector.   
 
 Source: Computed from Economic Planning Unit, Malaysia data (2010). 
We present the figure below showing that inequality between rural and urban has 
widened.    The gap of mean gross income between urban and rural at bottom 40% has 
increased gradually from year 1974 to year 2009 and implies that the inequality between 
the urban and rural at bottom 40% has grown dramatically.  The gap of mean gross 
income between urban and rural at middle 40% (shown in red line) has also increased 
gradually from year 1974 to year 2009.  The most interesting part is that the gap of mean 










Figure 3: Gap of mean gross income between urban and rural from 




inequality effect as it increase from year 1974 to year 2009.  Overall, difference in gap 
between the top 20% and bottom 40% shows a more significant inequality.  The 
difference in gap of mean gross income between urban and rural at the top 20% and 
bottom 40% are larger and larger from year 1974 to year 2009.  This shows the wealth of 
the nation or incomes are not distributed equally among the rural and urban and also 
between the top 20% and bottom 40%.  The rich become richer and poor becomes poorer.  
Many agriculture workers are working in the rural area and workers of manufacturing 
and services sector are working in urban areas.  This divided society endangers the future 
of Malaysia if not taken seriously. The idea now is how to reverse this drain of 
agriculture entrepreneur.  To shed light on how to reduce entrepreneurship drain, we look 
at the policies that are required to overcome the problem. 
Policies recommendation to reduce entrepreneurship drain 
Federal government development expenditure on agriculture sector has been gradually 
reduced.  However, the number of entrepreneurs in agriculture sector is significant.  This 
means that the entrepreneurs in agricultural sector are not given adequate support by 
institution or government.  The resources for rural entrepreneurs to develop agriculture 
sector are limited and thus agriculture sector cannot be expanded on a larger scale basis.  
Entrepreneurs are operating on tiny businesses and making little money on agriculture 
sector.  As a result, the agriculture entrepreneurs are either wiped out or shift to 
manufacturing or become services entrepreneurs in urban area to earn more money.  Thus, 
policies are needed to lure the talented entrepreneurs to develop the large piece of land 
for agricultural purposes.  Malaysia can produce crops for locally consumption and be 
self-sufficient and be less dependent on imports of crops from other neighboring 
countries such as Thailand and Vietnam, and at the same time increase the wealth of 
agriculture entrepreneurs in rural area.  The unequal distribution of income between the 




Policies to lure talented entrepreneurs 
Invest in public services 
Drawing on the low government development expenditure and low investment on 
agriculture sector which we had illustrated, it is crucial that we have a political or 
institutional framework to transform the individual agriculture talent into a positive force 
of increasing agriculture productivity.  It is vital for state to invest in public services such 
as irrigation pipelines and finance in project to encourage agriculture productivity growth 
(Acemoglu & Robinson, 2012).  The state must invest in public infrastructures in rural 
area, technological innovation and education to equip entrepreneurs with skills and 
technological know-how.   This can stimulate the agriculture productivity growth.    
Subsidies 
Besides that, the state can provide subsidies (a type of investment) to promote agriculture 
productivity.    For example, the state can channel credit and subsidies to the agriculture 
firms that are successful.  These subsidies in the form of money act as an incentive to 
attract entrepreneurs to work in agriculture sector and exert effort to increase agriculture 
productivity.  The state can recognize their private property.  This recognition makes the 
entrepreneurs feel that their efforts in working in agriculture sector will one day enjoy the 
fruits of investments and improve their standards of living.  On the macro side, it can 
reduce the aggregate poverty and reduce budget deficit of over dependent on importing 
agriculture products for the growing population. 
Enable entrepreneurs to start companies with ease 
The economic institution of the state must enable the agriculture entrepreneur to start 
companies with ease.  In other words, the state needs to support them and provide the 
entrepreneurs a platform for them to exercise their talents and skills in agriculture.  For 
instance, the institution or state can make the financing of their projects feasible without 
subjecting to insurmountable barriers.  This encourages them to borrow money to invest 
in agriculture activity to promote agriculture productivity.  The state must also enable the 
entrepreneurs to hire qualified personnel and provide a competitive market environment 
to enable the entrepreneurs to market their agriculture products with ease and expand 
their businesses. 
Conclusion 
From this article, it appears that rural poverty and inequality gap in rural area are the 
result of policy weakness.  One of the root cause is agriculture entrepreneurship drain in 
rural area that are not much supported by government in terms of capital, investments and 
providing platform for them to function.  It is very important for policy makers to ponder 
the dire circumstances of entrepreneurship drain from agriculture to other sectors.  There 
is a need to lure agriculture entrepreneur to increase productivity to increase economic 
growth and reduce budget deficit by reducing imports of food products.   
There are various ways the government can act to combat this agriculture 
entrepreneurship drain.  The government needs to approve more investments in 
agriculture sector and spend more in agriculture development.  The government needs to 
provide a platform for potential talented entrepreneurs to exercise and exert efforts to 
become successful agriculture entrepreneurs and create a playing field for the 
entrepreneurs.  This includes the ease of agriculture entrepreneurs to borrow finance to 
fund their businesses, invest in public services, subsidies as an incentive and recognize 
their property rights.  It is believed with such policies mentioned above being 
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